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THE SITUATION 


There has been a further sharp decline in the 
current rate of production and shipments in New 
Ingland during recent weeks. <As a_ partially 
offsetting factor, a number of industries report 
renewed inquiries for merchandise and an im- 
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put has been close to that of 1925, and in May 
was actually larger. 
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recession proportionate to 
New England a 
Notwithstanding the recent 
curtailment, the New England woolen indus- 


experienced by few 


earlier. 
try is operating at a rate somewhat higher 
than that maintained a year ago, but the industry 
in other parts of the country has not been doing 
as well. The cotton industry in this district, on 
the other hand, is relatively less active than it 


is in the cotton-growing states. Production of 


England business activity declined 
and f 
nounced weakness in the country as a whole did not appear until 
however, the rate of activity in May was 
time since last summer or early 


Mis indicate of & tee ticularly in April and 


the first part of June. 
— Sales of representative 
New England department stores in May were 
4.8 per cent larger than a year ago, but during 
the first three weeks of June in Boston the 
volume was slightly less than last year. Com 
modity prices fluctuated but little during April, 
May and the first part of June, following a sharp 
decline starting about the first of the year. 
Money rates tended to be somewhat easier in 
June than in May, the average rate for prime 
commercial paper being four per cent. 
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MONEY AND BANKING 


The fluctuations in money rates during the 
past two months have been influenced by two 
events, the effects of which were not generally 
foreseen and discounted before their occurrence. 
The general strike in England virtually closed 
the London money market during the first part 
of May, with the result that much short-time 
financing which would otherwise have been car- 
ried out in London was transferred to the New 
York market, stiffening rates in this country. 
The second event, the omission of Government 
financing on June 15, was another occurrence 
which was not generally foreseen in the banking 
world. Several hundred millions of dollars of 
funds were diverted from their contemplated 
course, which temporarily made certain kinds of 
money rates much easier than they had been. 
In other words, in May money rates stiffened 
because of the English situation, and later de- 
clined in June because of the Government’s com- 
fortable cash position. The average rate for 
new call loans in New York during the first week 
of May was 3.62 per cent; it was 4.18 per cent 
in the first week of June, and 3.78 per cent in 
the third week of the month. Toward the close 
of June commercial paper rates were generally 
on a four per cent basis, compared with a 414- 
414 per cent range earlier in the year, and a 
range of 334-4 per cent a year ago. 

There was a slight increase in the demand for 
credit at the Boston member banks during May 
and the first part of June, for both “commer- 
cial” loans and loans secured by stocks and 
bonds. This increase, slight though it has been, 
rather definitely breaks the uninterrupted tend- 


ency toward a smaller volume of loans which 
had been apparent since late in 1925. 

Deposits of Boston member banks increased 
during June to the largest volume on record. 
Demand deposits were materially less than late 
in 1925, but the growth of time deposits and 
Government deposits more than made up this 
loss. 

The demand for funds at New England mem 
ber banks outside of Boston was practically 
static during June, following a general decline 
which has persisted since last November. A 
very slight increase in collateral loans was off- 
set by a corresponding decline in “commercial” 
loans. The latter are now much less than they 
were last autumn, but collateral loans are slightly 
higher. 

Although the volume of net demand deposits 
at these banks has changed but little since the 
first of the year, other deposits have increased, 
with the result that their total deposits by the 
middle of June were equal to the highest vol- 
ume ever recorded. 

Member banks’ borrowings from the Federal 
Reserve Bank of Boston during June were less 
than in May. The Boston banks, in fact, were 
practically out of debt with the reserve bank by 
the middle of the month. The reserve bank’s 
holdings of acceptances declined further during 
the month to the smallest volume held at that 
time since late in 1924. Holdings of $14,000, 
000 on June 16 correspond to holdings of $88,- 
000,000 on January 13 of this year. Holdings 
of Government securities, on the other hand, in- 
creased during June. 
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Chere were minor fluctuations in money rates during May and 

Tune, with the prevailing rate for commercial paper hovering 

about four per cent. Bond prices increased in June to new 
high levels for a number of years. 

urces of data—Fedcral Reserve Bank of New York and “New 

York Times.” 


There has been a continuous decline in the volume of reserve 

bank credit in use in this district since last December. Federal 

reserve bank holdings of Government securities increased for 
three consecutive months, ending in June. 
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NEW ENGLAND MARKETS 


NEW ENGLAND BUSINESS ACTIVITY 
Per Cent of 1922-1923 Monthly Average 
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During the first three weeks of June the ma- 
jority of the cities listed on the chart below 
reported declines in the value of check payments 
from the average of the same period of the 
previous three years. This is the first time dur- 
ing the past year that current figures have been 
below the previous three-year average in the 
majority of the reporting centers. Cumulative 
figures for the first five months of the year 
were less than average in the four principal tex- 
tile centers and in Holyoke. 

Boston :—General business and industrial situ- 
ation fair. Value of check payments continues 
well above previous three-year average. Public 
employment office reported well sustained de- 
mand for workers in first half of June. Retail 
trade in May largest on record for that month. 

Fall River:—Further curtailment evident at 
cotton mills in past few weeks. Factory employ- 
ment declined considerably during May. Print 
cloth sales continue in small volume. 

Hartford:—Value of general business con- 
tinues considerably above average of previous 
three years. Industrial situation good, most 
plants operating full time. 

Haverhill :—-Shoe manufacturing situation bet- 
ter during late spring this year than for several 
years past. Factories reported substantial in- 


creases during May in total employment and 
proportion of workers on full time. 

Lowell:—Factory and mill operations continue 
on curtailed basis. Employment at reporting 
concerns declined considerably in May. Small 
proportion of workers on full time. 

Manchester :—Improvement reported in textile 
manufacturing during recent weeks. Fair con 
ditions prevail in shoe manufacturing. Value of 
general business continues below average of pre 
vious three years. 

New Bedford:—Considerable decline in total 
factory employment reported in May. Many 
mills on reduced working schedules. [ine cot 
ton goods market reported quiet. 

New Haven:—Business and industrial situa 
tion good. Most manufacturing plants on full 
time basis. May retail trade of average volume 
for that month. 

Portland :—Slight improvement noted in indus- 
trial and employment conditions in recent weeks. 
Value of general business substantially above 
average of previous three years. 

Providence:—Value of general business in 
June slightly below average of previous three 
years. May retail trade on a day basis largest 
on record for that month. Improving tendency 
reported in rubber and metal manufacturing lines. 
Textiles and jewelry still on reduced schedules. 

WV orcester:—Small decrease in total employ- 
ment and proportion of workers on full time re- 
ported in May. Value of general business in 
June below average of previous three years. 
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During the first three weeks of June practically all the cities 

listed above which showed large increases in check payments 

during the first five months of the year over the same period 

of 1925 continued their progress, the chief exceptions being 
Providence, Waterbury and Worcester. 


In Portland the value of business transacted this year, as 

measured by the amount of check payments, has constantly been 

higher than at corresponding periods a year ago. In Bangor 

conditions have been slightly more irregular, with large increases 
in March, April and May. 
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RETAIL AND WHOLESALE TRADE 


During the first three weeks of June sales of 
the Boston department stores were only slightly 
less than during the corresponding period in 
June, 1925. Hampered as trade has been by the 
unseasonably cold weather, this is a relatively 
good showing, inasmuch as June sales last year 
were the largest on record for that month. 

Throughout the first half of this year there 
has been considerable comment on the effect of 
adverse weather upon retail trade. Undoubtedly, 
retail trade in New England during the spring 
period of this year was of much smaller volume 
than had been expected. How much of the trade 
loss may be attributed to the effects of unseason 
ably cold weather and how much is due to other 
trade influences cannot be definitely determined. 
The variations in temperature, however, can be 
set apart and studied, to show what departures 
from normal temperatures were experienced and 
whether excesses occurred at times co 
incident with unusually good or poor retail trade. 
On the chart at the bottom of this page there 
is given an outline of the variations of the tem 
perature from normal during the spring seasons 
of this year and last year. 


these 


The fact is plainly 
evident that this spring has been abnormally cool, 
whereas the spring of 1925 was warmer than 
usual. The lower pair of lines on the chart show 
the gradual accumulation of daily excesses of 


temperature during 1925, amounting, at the end 
of the spring, to 344 degrees above normal, and 
the accumulation of daily deficiencies of tem 
perature this spring, aggregating 156 degrees p 
below normal. 

SALES CONDITIONS 


May, 1926, Jan.-May, 1926, 
compared with 


May, 1925 Jan.-May, 1925 
Connecticut Department Stores...... - 7.0% +2.0% 
Maine Department Stores........... 7.0 +2.7 
Massachusetts Department Stores.... -+- 5.1 +-3.9 
Rhode Island Department Stores..... -- 1.6 0 
Vermont Department Stores........ QO. x aS) 
Boston Department Stores.......... 5.0 4.5 
Boston Women’s Apparel Shops...... - 6.0 -+-4.4 
New Haven Department Stores...... f +1.0 
Providence Department Stores..... . 24 -0.2 
N. E; Departinent Stores. ...:. 6.5... 1 1-3. 
N. E. Wholesale Grocers........... aie }, 
N. E. Wholesale Shoe Concerns..... 12.1 0.4 


The improvement in the volume of department 
stores sales, as pointed out by preliminary re 
ports of late April and early May, was continued 
throughout May, bringing the volume of business 
for that month to a point slightly above previous 
May records. Sales in May were also the larg- 
est of any month of this year, being slightly 
above the exceptional volume of sales reported 
during January. 

Whereas a year ago at this time the southern 
New England department stores, especially those 
in Connecticut and Rhode Island, were reporting 
the better trade conditions, at present depart 
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ment stores in Massachusetts and Maine are re- 
porting a relatively better volume of trade than 
the stores in other New England states. 

As has been true throughout this year, retail 
stocks in the department stores are now lower 
and the rate of 


turnover considerably 


more 
rapid than at the same time a year ago. 

Coincident with the continued weakness in the 
wholesale prices of many of the items of mer 
chandise in the average department store, the 
amount of future orders outstanding continues 
at low levels. An interesting correspondence be 
tween the average of wholesale clothing prices 
and the volume of department store orders out 
standing at the close of each month is shown on 
one of the charts below. 


CREDIT CONDITIONS 
Percentage of Open Accounts Outstanding at the First of 
May Collected During May 
1925 192¢ 
Boston Departinent StOresis i. é.cccs cece ces 49.8% 50.4% 
Boston Women’s Apparel Shops..........6. 46.2 51.3 
New Haven Department Stores.........00¢: 56.4 1.6 
Providence Department Stores............0. 56.2 53.1 
Nik: “Degartinent. Stores. ci ncoa reodens Ses 50.6 
N. E. Wholesale Grocery Concerns......... 69.7 68. 
N. E. Wholesale Shoe Concerns............ 34.6 36.1 


The rate of collections of both regular and 
instalment accounts in Boston department stores 
during May was better than during the corre 
sponding month of either of the two previous 
years. In the average New England department 
store outside of Boston, however, the rate of 
collections was less favorable than the May 
average of previous years. 

Although wholesale shoe sales during May 
showed a large increase over May last year, 
they were only approximately equal to the post- 
war average for May. Wholesale grocery sales 
declined slightly during May as compared with 
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Ready-to-wear departments, both men’s 
women’s, had a good volume of business during 
May this year. 


and 


In many of the lines of acces 
sories, such as gloves, hosiery, shoes and mill 
nery, good trade was also apparent, with 


increases of over 10 per cent in May sales thi 
1925. 

The table above compares departmental condi 
tions for the first 
the corresponding 


year, as compared with May, 
five months of this year with 
period in 1925. This spring 
cotton and woolen dress goods have had the 
poorest trade in four whereas sales of 
silks and velvets have been about equal to the 
high level reported last spring. Many of the 
leading departments in the New England stores 
have had a larger volume of sales during the 
first five months of this year than during the cor 
responding period in 1923, 1924, or 1925, includ 
ing men’s furnishings, misses’ ready-to-wear, mil 


years, 


linery, hosiery, shoes, and furniture. 
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Since 1923 the general trend of wholesale clothing prices has During May this year the increase in wholesale 
been downward, and during the same period the volume of red | 


orders for future delivery at the Boston department stores out 
standing at the close of each month has had a similar trend. 
Sources of data—Federal Reserve Bank of Boston and Bureau 
of Labor Statistics. 
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those of May in either of the two preceding years. 
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COMMODITY PRICES AND INDUSTRIAL CONDITIONS 


1 


Building:—Although still in relatively large 
volume, new construction in New England has 
tended to decline seasonally in recent weeks. 
Contracts awarded during the first three weeks 
of June averaged about 20 per cent less than 
in the same period of May, but practically the 
same as in the corresponding period of June last 
year. Contracts awarded during the entire month 
of May were seven per cent above April and two 
per cent above May, 1925. Building for indus 
trial purposes was considerably than the 
average of the previous months this year, but 


less 


business and residential construction were well 
maintained. Total 
construction awarded during the first five months 
of this year 


contracts for all classes of 
were one per cent greater than in 
the same period of 1925. 

Building material costs have declined 3% per 
cent during the current year, but at present are 
at approximately the same level as a year ago. 
The index of the cost of “shelter,” one of the 
components of the cost-of-living index compiled 
by the Massachusetts Commission on the Neces- 
Life, dropped two points during May, 
after being constant at 170 (1913100) since 
September, 1925. 


saries Of 


Commodity Prices:—The general average of 
wholesale commodity prices has been noticeably 
irregular in recent weeks. The tendency, how- 
ever, during the second half of May and the 
first two weeks of June was slightly upward. 
Later in June a reaction developed and the trend 
was downward. ‘The recent irregularity of prices 
is illustrated on the accompanying chart, which 
shows the excess of declines or advances in Dun’s 
list of wholesale price quotations. 
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Ihe price stabilization of late April and early May has been 
continued through the first three weeks of June, although the 
majority of the price changes is still slightly on the side of 
declines. 
Sources of data--Federal Reserve Bank of New York and “Dun’s 


Review.” 


Crops:—New England crops have been handi 
capped since the beginning of the spring season 
by unseasonably cold weather. Deficient mois 
ture has been general throughout this section, 
with the exception of part of Maine, where ex 
The 
crop situation is somewhat better in southern 
New England than in the northern part. The 
condition of the New England grain crops on 
June 1 was reported considerably below average, 
and pastures in this section were also reported 
below normal for this time of year. 

Employment :—Due to curtailment of produc 
tion in some of the basic New England industries, 
employment tended to decline slightly during 
May. This movement was in part seasonal, but, 
on the other hand, reduced working forces and 
schedules were enforced to some extent because 
of unsatisfactory conditions in the general busi 
ness situation. 


cessive rains have handicapped farm work. 


As yet, however, no serious un- 
employment situation has developed and reports 
covering the first of June from some important 
industrial centers indicate that the demand for 
workers has been fairly well maintained. 

Leather :—Business in the local leather market 
has continued to be of relatively small propor- 
tions in recent weeks. Dullness has prevailed 
in upper leather lines, and although an improved 
tone was reported in sole leather early in June, 
business has been confined strictly to current 
requirements of buyers. In spite of the rela 
tively small volume of business transacted, and 
although there has recently been a reaction in 
hide prices, leather quotations have held fairly 
stable. 
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Shoe production in New England during the first five months 
of this year has not shown as great a decline from the corre 


sponding period in 1925 as has shoe production in the rest of 
the country. 


Source of data—U. S. Department of Commerce, 
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Production of shoes in New England during 
May declined six per cent, a considerably smaller 
decrease than that noted from April to May in 
the two previous years. Output was approxi- 
mately the same as in May, 1925. Production 
of shoes throughout the United States, exclusive 
of New England, declined 14 per cent during 
May and was 10 per cent below a year ago. 

Metals :—During the greater part of May the 
local pig iron market was dull and prices were 
weak, Moderate increase in activity was re 
ported during the first half of June and prices 
tended to be slightly firmer. A similar situation 
has prevailed in the New England scrap iron 
market, more activity and firmer prices following 
a period of quiet business and weak prices. 

More active buying has also been reported 
from the non-ferrous metals market. 
most of 


Prices of 
the metals 
Structural iron mills 
report continuance of a good demand from the 
local market. 


important non-ferrous 


strengthened during June. 


The machine tool market has been quiet in 
recent weeks, although late in June tool builders 
reported a small expansion of incoming orders. 
Total sales during May were considerably less 
than in the previous month. 

Paper:—Output of paper and paper products 
continues to be well maintained, running con- 
siderably above a year ago. Orders received by 
manufacturers of cover, tissue and writing papers 
continued to decline seasonally during May, but 
the decrease in business was not of such an ex- 
tent as to cause any apparent weakness in the 


market, as prices have on the whole continued 
unchanged. 

Massachusetts paper and pulp manufacturers 
reported a small decrease in total employment 
and in the proportion of workers on full time in 
May. 


are operating at a relatively high rate. 


Textiles:—Curtailment in operations of New 
England cotton mills has been evident in recent 
weeks. 


Notwithstanding, most of the local mills 


Consumption of raw material declined 
in May and was considerably less than in May, 
1925. Maine alone of the New England states 
reported an increase in consumption of raw ma- 
terial over a year ago. 

Business in finished cotton goods continued to 
be of relatively small volume. Prices continue 
to decline, coincident with the same tendency in 
the trend of raw material prices. 

Curtailment of production has also been re 
ported recently in woolen manufacturing. Con 
sumption of wool by New England mills was 
15 per cent less in May than in April, but was 
11 per cent greater than in May last vear. Con 
sumption of wool by mills throughout the United 
States was five per cent below May a year ago. 

Business in the local market continues 
quiet, with firmer prices developing in June. An 
improved tone was evident and more trading was 
reported. 


W OC )] 


Reports from the fabrics market indicate that 
a fair volume of orders for fall goods has been 
received. Improving business is reported in the 
finer grades of finished 
fabrics. 


woolen and worsted 
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Sales of low-priced cars in New England showed less of a 


seasonal 
year ago. 


decline from April to May this year than was true a 
Sales of all cars were much larger in both April and 
May this year than in the corresponding months of 1925. 


Source of data—Direct Mail Service, Inc. 


Coincident with the decline in general business activity in New 
England, industrial activity in the Lower Naugatuck Valley 
section of Connecticut declined during the past few months 
Sources of data—Industrial Association of the Lower Naugatuck 
Valley and Federal Reserve Bank of Boston. 
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Production in basic industries and factory employment declined fur- 
ther in May, while wholesale prices advanced slightly for the first time 
in seven months. The volume of trade at wholesale and retail increased, 
partly as the result of more favorable weather conditions. 

Production:—Activity in most lines of industry was smaller in May 
than in April. The reduction was reflected in a decreased volume of out- 
put, as well as in a decline in the number of factory workers and in total 
wage payments. The largest declines occurred in the textile, leather and 
shoe and iron and stecl industries. Production of automobiles continued 
larger in May. In the lumber, cement, brick and glass industries activity 
was maintained, and there were seasonal increases in the output of cer- 
tain food products. The volume of building contracts awarded declined 
further in May, but continued larger than in May of last year. Figures for 
the first three weeks of June indicate further decreases, and the volume 
of contracts awarded was smaller in that period than in the correspond- 
ing weeks of 1925. Recent declines in contracts, as compared with last 
year, have been particularly large in middle western and southern dis- 
tricts. Reports by the Department of Agriculture indicate that the com- 
posite condition of the crops on June 1 was eight per cent below the 
average condition on that date for the past ten years, and somewhat 
lower than the average condition a year ago. On the basis of the June 
1 condition, the estimated yield of winter wheat was 543,000,000 bushels, 
as compared with an estimate of 549,000,000 bushels made a month 
carlier and a final yield of 398,000,000 bushels in 1925 


Trade:—With more favorable weather in May than in the preceding 
month, the volume of wholesale and retail trade increased, and was larger 
than in May of last year. Department store sales exceeded those of 

irlicr months of this year, and total sales for the first five months 
were larger than for the corresponding period of any _ preceding 
year. Merchandise stocks carried by wholesale firms were slightly smaller 
at the end of May than a month earlier. Stocks of groceries, hardwar« 
and drugs were larger than a year ago, but those of meats, dry goods and 
shoes were smaller. Stocks at department stores declined more than 
usual in May, and were only slightly larger at the end of the month than 
a year ago. Railroad freight shipments increased, and in May and 
the first two wecks of June were above those of the same weeks of 
previous years. Shipments of miscellancous commodities were especially 
large. 


Prices:—The gencral level of wholesale commodity prices, according 
to the index of the Bureau of Labor Statistics, rose slightly in May fo: 
the first time since last August. Price advances were shown beth for 
agricultural and non-agricultural commodities. Among the principal 
advances were those in the prices of gasoline, live stock and meat. while 
prices of grains and cotton declined. In the first three weeks of June 
prices of grains, live stock, silk and non-ferrous metals advanced, while 
those of sugar, cotton, cotton goods and pig iron declined. 


Bank Credit:—Growth in loans on securities and commercial loans 
carried total loans and investment of reporting member banks in leading 
cities = the middle of June to a new high point above the total reached at 
the close of last year. ‘The large reduction in the volume of loans on 
securities by New York City banks since the beginning of the year has 
been more than offset in the total of loans and investments of all reporting 
banks by increases in commercial loans and in investments of banks both 
in New York City and outside. 

At the reserve banks changes in the volume of credit outstanding during 
the month ending June 23 reflected chiefly the financial operations of the 
United States Treasury around the middle of June. The temporary abun- 
dance of funds caused by the redemption of maturing United States obli- 
gations on June 15 caused a sharp decline in borrowings of member banks, 
particularly in New York City. As checks in payment of income taxes 
were cleared and collected, however, borrowings at the reserve banks 
rose io their previous level. 

Money rates in general showed little change during the month. Rates 
on call and time loans were slightly lower around the middle of June, but 
in the third week were higher than in the latter part of May. Rates on 
acceptances and on commercial paper remained practically unchanged. 











